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Mr.  Roger  Lapham,  Jr.,  President 
City  Planning  Commission 
100  Larkin  Street 
San  Francisco  2,  California 


Dear  Mr.  Lapham : 

We  take  great  pleasure  in  transmitting  this  summary  of  the  detailed  report  previously  submitted  containing 
our  findings,  recommendations  and  conclusions  in  regard  to  the  market  for  land  in  Redevelopment  Area  “E.” 

This  report  was  made  possible  by  a special  appropriation  of  the  Board  of  Supervisors  in  order  to  have  avail- 
able a comprehensive  market  analysis  which  would  provide  a sound  economic  basis  for  development  plans  in 
Redevelopment  Area  “E.”  This  report  was  prepared  under  the  direction  of  Robert  Filley  of  our  staff,  with 
the  assistance  of  Catherine  Conover  and  Isabel  Hall. 

It  has  been  our  privilege  to  work  on  a number  of  similar  assignments  in  other  communities  throughout  the 
country.  However,  we  have  particularly  enjoyed  this  assignment  for  several  reasons:  First  because  the 
opportunity  we  have  had  to  work  with  your  Commission  and  with  Mr.  Paul  Oppermann  and  the  staff  of  the 
Department  of  City  Planning  of  the  City  and  County  of  San  Francisco  has  been  a most  pleasant  and  enrich- 
ing experience.  Second,  because  the  location  of  this  area  and  its  features  are  in  many  ways  unique  and  have 
made  it  a problem  for  which,  as  yet,  we  have  not  encountered  an  exact  parallel.  Third,  because  of  the  extra- 
ordinary importance  this  area  has  to  the  whole  economic  base  of  San  Francisco.  The  use  to  which  this  area 
is  put  will  affect  the  San  Francisco  economy  to  a degree  not  equaled  elsewhere. 

This  report  does  not,  of  course,  contain  a plan  for  the  area.  We  hope,  however,  that  it  outlines  clearly  the 
economic  variables  within  which  your  redevelopment  plan  must  fall.  Such  a plan  can  be  derived  only  from 
the  considered  decisions  and  policies  of  your  Commission  and  of  the  people  of  San  Francisco.  In  this  report 
we  have  therefore  confined  ourselves  to  establishing  the  broad  economic  limitations  — the  economic  “rules  of 
the  game,”  as  it  were  — within  which  these  decisions  must  be  made  and  these  policies  established. 

We  stand  ready  to  elaborate  on  our  conclusions  or  to  consult  with  the  Commission  if  desired. 


Respectfully  submitted, 

REAL  ESTATE  RESEARCH  CORPORATION 


Richard  Lawrence  Nelson 
President 
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CONCLUSIONS 


This  economic  study  of  the  Central  Commercial  District  and  market  analysis  of  Area  “E” 
have  shown  that  there  is  a very  considerable  market  for  the  land  which  will  be  made 
available  here  through  the  clearance  and  redevelopment  program  being  undertaken  by 
the  City  of  San  Francisco. 

The  recommendations  and  findings  from  the  detailed  study  are  outlined  in  this  summary 
report.  In  general,  however,  it  might  be  said  that  the  results  of  the  studies  have  indi- 
cated that  this  land  should  find  a ready  sale  if  it  is  priced  competitively. 

The  highest  and  best  use  of  the  land  in  Area  “E”  would  require  the  development  of  the 
50  acres  here  with  approximately  1,500,000  square  feet  of  oflfice  space  plus  one  of  the 
following  two  use-combinations: 

1.  A residential  development  consisting  of  1,500  residential  units  in  high-rise  apart- 
ment buildings,  a 300  room  motor-hotel,  a small  convenience  shopping  facility  for 
the  apartment  buildings,  plus  collateral  commercial  parking  facilities  and  the 
state  park  adjacent  to  the  Ferry  Building;  or  perhaps  even  better — 

2.  A convention  complex  consisting  of  1,000  to  1,200  hotel  rooms,  a convention  hall, 
a combination  airlines  terminal  and  heliport,  plus  parking  facilities  and  the  state 
park  adjacent  to  the  Ferry  Building. 

Either  the  office  building -residential  development  or  the  office  building -convention  com- 
plex development  would  result  in  the  disposition  of  the  entire  area  within  the  current 
boundaries  of  Redevelopment  Area  “E”  within  a five  year  period. 

This  market  is  created  by  the  propinquity  of  the  area  to  the  regional  and  continental 
Financial-Administrative  District  of  San  Francisco.  This  broad  function  of  the  Central 
Commercial  District  is  the  community’s  single  most  important  economic  asset.  Only  New 
York  and  Chicago  have  financial  districts  of  similar  strength. 

The  analysis  shows  that  this  commercial  area  needs  room  to  expand.  The  new  uses  pro- 
posed here  are  those  which  will  not  only  satisfy  the  created  market  demand,  but  are 
also  those  which  will  go  furthest  toward  strengthening  the  economic  base  of  the  city. 


THE  PROBLEM 


The  problem  in  this  instance  has  involved  an  economic  study  and  market  analysis  of  a section  of  San  Fran- 
cisco called  Redevelopment  Area  “E.”  Area  “E”  contains  about  26  city  blocks  or  50  to  52  net  acres  of  land, 
and  it  is  located  between  the  Bay  and  portions  of  downtown  San  Francisco.  The  map  on  the  first  page  of  this 
summary  report  shows  the  exact  boundaries  of  Area  “E”  and  its  relationship  to  downtown.  The  City  of 
San  Francisco  is  planning  to  clear  most  of  the  obsolete  buildings  in  this  area  and  to  make  it  available  for 
new  uses.  This  study  has  been  concerned  with  the  highest  and  best  uses  of  this  cleared  land  and  with  the 
amount  of  the  redeveloped  area  which  could  be  marketed  for  each  of  these  new  uses. 


SOLVING  THE  PROBLEM 

In  order  to  attack  this  problem  of  new  uses  for  Area  “E”  and  to  measure  the  economic  feasibility  and 
strength  of  the  market  for  any  proposed  new  uses,  a research  program  was  conducted  in  three  general 
categories : 


1.  Field  Studies — An  intensive  research  program  was  set  up  to  obtain  the  following  information: 

a.  How  much  retail,  office,  financial,  wholesale,  warehouse,  parking,  and  vacant  space  is  there 
in  the  downtown  business  district? 

b.  How  many  persons  work  in  the  business  district? 

c.  How  much  does  office  space  rent  for  in  the  business  district? 

d.  How  many  parking  spaces  are  there  in  and  around  the  business  district? 

e.  How  strong  is  the  market  for  new  dwelling  units  in  the  Bay  Area? 

f.  How  would  the  people  who  work  in  the  business  district  like  to  live  in  Area  “E”? 

g.  What  are  the  economic  characteristics  of  the  people  who  work  in  the  business  district? 

2.  Library  Data — Information  relating  to  the  Bay  Area  was  gathered  from  the  various  government  and 
quasi-government  sources,  and  from  private  institutions  which  publish  data  on  this  area.  In  addition, 
a considerable  volume  of  data  was  collected  from  non-reporting  agencies  and  from  public  records  and 
files  in  San  Francisco.  All  of  these  data  were  evaluated  in  the  preparation  of  the  detailed  report. 


3.  Recorded  Experience — The  experience  gathered  in  26  years  of  research  into  problems  of  community 
dynamics,  housing  markets,  the  economics  of  business  centers,  and  the  economic  factors  affecting 
trends  in  industrial  and  commercial  locations,  was  applied  to  the  problem.  The  experience  involved 
in  these  studies  in  a great  many  communities  in  the  United  States,  Canada  and  Latin  America  and 
the  comparative  data  assembled  in  connection  with  them  were  invaluable  in  the  analysis  of  the  prob- 
lems studied  in  San  Francisco. 


AN  ECONOMIC  LOOK  AT  THE  SAN  FRANCISCO  BAY  AREA 

The  term  “Bay  Area”  is  widely  used  in  and  around  San  Francisco,  but  the  size  of  this  area  varies  by  different 
definitions.  The  “Bay  Area”  that  has  been  used  in  this  study  includes  the  San  Francisco-Oakland  Standard 
Metropolitan  Area  and  the  San  Jose  Standard  Metropolitan  Area  as  defined  by  the  Bureau  of  Census.  This 
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area  is  sometimes  called  the  “Seven  County  Area”  as  it  contains  the  counties  of : San  Francisco,  Alameda, 
Contra  Costa,  Marin,  San  Mateo,  Solano,  and  Santa  Clara. 

An  Economic  Look  at  Community  Foundations — San  Francisco  is  a continental  city — like  New  York 
and  Chicago,  it  is  one  of  the  three  great  centers  from  which  national  business  affairs  are  directed.  It  is 
one  of  the  fastest  growing  regions  in  the  country,  a transportation  and  communications  center,  and  a 
depot  of  world  commerce.  San  Francisco  is  a point  of  national  and  regional  finance,  commerce,  trade, 
and  distribution,  and  many  of  the  activities  of  the  Federal  Government  focus  and  diverge  from  this 
point. 

An  Economic  Look  at  Bay  Ai*ea  Employment — Employment  here  is  strong  and  it  is  growing.  The  wide 
range  of  activities  in  the  Bay  Area  has  caused  the  growth  here  to  be  well  proportioned.  No  one  industry 
dominates  or  distorts  the  employment  profile  which  is  relatively  well  balanced  at  the  present  time.  Local 
“highs”  in  government,  service,  trade,  and  construction  employment,  and  “lows”  in  manufacturing 
employment  are  variations  in  the  employment  profile  which  are  symptomatic  and  normal  for  a regional 
center  that  is  growing  rapidly. 

Some  of  the  counties  in  the  Bay  Area  have  experienced  very  large  gains  in  employment,  San  Francisco 
County,  however,  has  not.  In  the  same  period  of  time  that  three  of  the  counties  in  the  Bay  Area  absorbed 
over  75  per  cent  of  the  total  gains  in  employment,  San  Francisco  County  gained  only  six  per  cent.  The 
reason  for  this  trend  is  that  the  expanding  industries  which  have  caused  the  growth  in  employment  have 
been  unable  to  find  sufficient  room  to  expand  in  San  Francisco  County.  The  advantages  of  being  in  the 
central  city  make  the  land  suitable  for  industrial  expansion  very  scarce,  and  that  which  is  available  is 
very  costly.  Future  expansions  in  the  central  city  will  have  to  come  from  a more  intensive  use  of  the 
few  remaining  parcels  of  land,  or  on  land  which  has  become  available  through  redevelopment. 

An  Economic  Look  at  Bay  Area  Population — The  seven  county  Bay  Area  has  had  a very  rapid  popula- 
tion growth  in  the  last  ten  years.  The  average  growth  was  approximately  90,000  persons  per  year.  In 
this  period,  the  central  city  showed  a 22  per  cent  gain,  but  the  population  of  the  balance  of  the  Bay  Area 
grew  75  per  cent.  An  estimate  of  future  population  growth  in  the  Bay  Area  was  prepared  by  Parson, 
Brinckerhoff,  Hall,  and  McDonald  in  1955.  By  these  estimates,  the  Bay  Area  would  increase  some 
1,900,000  persons  in  the  20  year  period  between  1950  and  1970,  or  95,000  persons  per  year.  Only  6.25 
per  cent  of  this  annual  gain  is  allocated  for  San  Francisco  due  to  the  absence  of  developable  land. 

The  vigor  and  balance  in  the  economic  base  of  the  Bay  Area,  together  with  the  potential  expansion  and  con- 
tinuing growth  of  the  West,  the  development  possibilities  of  the  Pacific  Basin,  and  the  stability  of  the  major 
employment  components  here,  justify  a conclusion  favorable  to  the  soundness  and  continued  growth  of  the  Bay 
Area.  While  the  bulk  of  this  growth  will  go  into  the  outlying  counties  by  reason  of  shortage  of  land  in  the 
central  city,  this  very  growth  will  support  the  dominant  functions  in  downtown  San  Francisco  and  will 
create  a need  for  its  expansion. 

HOW  AREA  “E”  FITS  INTO  THE  BAY  AREA  PICTURE 

General  Structure  of  Downtown  San  Francisco — All  American  cities,  large  and  small,  have  a “down- 
town” district  which  exists  as  the  trading  center  for  the  community.  In  big  cities  all  important  business 
within  the  community  and  all  important  employment  was  likely  to  be  in  or  near  this  downtown  area, 
because  as  these  cities  grew,  downtown  was  the  only  easily  accessible  place  from  all  parts  of  the  com- 
munity. This  was  the  result  of  a dependence  on  fixed  rail  transportation  which  made  it  easier  to  go 
downtown  than  to  go  to  any  other  place  in  the  city.  In  the  1920’s,  however,  we  witnessed  a trend  to 
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decentralization  brought  about  to  a large  degree  by  the  use  of  gasoline  powered,  rubber  tired  transpor- 
tation, both  private  and  public.  Automobiles  and  buses  made  a great  many  places  in  the  community  as 
accessible  as  downtown.  This  trend  was  accelerated  by  the  growth  of  mass  production  consumer  indus- 
tries and  standardization  of  products  which  resulted  in  increased  shopping  for  “brand  names”  at  points 
of  greatest  convenience  as  opposed  to  shopping  at  “name”  stores  and  favorite  service  establishments. 
From  these  two  factors  has  occurred  a relative  decline  in  most  Central  Business  Districts. 

Downtown  San  Francisco,  however,  has  fared  better  than  most  for  four  reasons: 

1.  It  has  been  heavily  confined  by  topography,  certain  historical  and  political  factors,  and  adjacent 
uses.  Its  strength  has  not  been  dissipated  by  being  strung  over  large  areas  (as  witness  retailing 
in  Manhattan). 

2.  Its  functional  areas  have  been  clearly  separated  and  relatively  well  organized. 

3.  There  has  been  heavier  population  concentration  and  a lower  incidence  of  close-in  slums  than  in 
any  similar  community  we  know. 

4.  Most  important  of  all,  its  functions  as  a commercial  district  in  which  are  centered  certain  activi- 
ties generated  over  the  entire  far  western  part  of  the  United  States  and  beyond. 

The  latter  point  is  worthy  of  further  examination.  Downtown  San  Francisco  today  functions  on 

three  levels  as  follows: 

a.  It  is  a Convenience  Business  District.  In  this  sense  it  operates  like  any  of  the  other  business 
districts  of  varying  size  situated  throughout  the  Bay  Area.  People  living  nearby  downtown 
San  Francisco  and  those  working  here  use  downtown  facilities  for  their  daily  banking, 
shopping,  entertainment  and  service  needs  just  as  people  in  the  suburban  communities  use 
the  “downtown”  of  each  suburb — and  as  they  use  the  new  outlying  park-and-shop  develop- 
ments. 

b.  It  is  the  Central  Business  District  for  the  Bay  Area.  A substantial  number  of  the  establish- 
ments in  downtown  San  Francisco  function  entirely  on  this  level.  There  are  professional 
specialists,  specialty  stores,  certain  entertainment  facilities,  more  extensive  banking  services 
and  the  like  which  must  draw  business  from  the  whole  Bay  Area.  People  from  all  parts  of 
this  area  visit  downtown  San  Francisco  sporadically  on  special  occasions,  on  important 
fiduciary  matters,  to  purchase  highly  specialized  services  or  products  or  for  major  purchases 
where  a good  deal  of  comparative  shopping  is  involved.  In  this  respect,  downtown  San  Fran- 
cisco is  little  different  from  the  Central  Business  District  of  any  one  of  the  177  standard 
metropolitan  areas  in  the  United  States. 

C.  It  is  a Regional  and  Continental  Commercial  District.  This  is,  by  all  odds,  its  most  impor- 
tant function  and  one  in  which  it  is  relatively  unique.  For  this  reason,  it  perhaps  ought  not 
to  be  called  “downtown”  or  the  “San  Francisco  Central  Business  District”  at  all,  but  should  be 
designated  as  the  Central  Commercial  District  or  some  similar  grouping  of  words  to  under- 
line the  importance  of  this  aspect.  Business,  when  defined  with  exactitude,  is  something 
which  takes  place  as  between  individuals  or  firms.  Commerce,  on  the  other  hand,  is  business 
which  takes  place  as  between  large  areas  or  regions. 

Whereas,  the  downtown  shopping  district  to  some  extent  exists  on  this  regional  level  also,  the 
most  important  downtown  regional  functions  are  those  having  to  do  with  its  meeting,  finan- 
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cial,  and  administrative  activities  which  take  place  on  a regional  level — a level  covering  many 
states.  Downtown  San  Francisco  despite  several  handicaps  is  the  most  important  meeting 
and  convention  center  for  the  entire  West  Coast.  In  its  Financial  and  Administrative  District 
are  located  law  firms,  architects,  brokers,  and  the  like  whose  business  is  regional  or  conti- 
nental in  character  rather  than  local,  even  if  the  word  “local”  is  expanded  to  include  the  entire 
Bay  Area.  Here  are  also  the  regional  offices  of  many  national  organizations.  Most  signifi- 
cant of  all  is  the  Financial  District  in  which  are  located,  in  a concentrated  area,  the  financial 
institutions  having  a regional  business  extending  over  many  states.  The  Federal  Reserve 
Bank  covering  seven  states  is  located  here,  together  with  large  institutions  like  Bank  of 
America,  Southern  Pacific  Company,  Pacific  Telephone  and  Telegraph,  Pacific  Gas  and  Elec- 
tric Company  and  Standard  Oil  Company  of  California  which  have  a regional  business  with 
other  financial  institutions  throughout  the  West  Coast  area.  Only  the  Wall  Street  area  in 
New  York  and  the  La  Salle  Street-Monroe  Street  cruciform  in  Chicago  are  comparable  conti- 
nental financial  districts  to  the  “H”  formed  hy  Montgomery  and  Sansome  as  intersected  by 
California. 

Of  course,  several  other  large  American  cities  have  groupings  of  facilities  which  are  regional 
or  semi-regional  in  character.  These  are,  however,  largely  obscured  as  a functional  entity 
in  the  downtown  by  the  importance  of  the  downtown  as  the  central  business  district  for  the 
metropolitan  area.  Only  in  the  downtown  area  of  the  three  “continental”  cities  of  New  York, 
Chicago  and  San  Francisco  is  the  regional  character  clearly  dominant,  and  in  only  a few  other 
cities  like  Boston,  Denver  and  Atlanta  is  it  even  identifiable. 

We  have  dwelt  on  this  at  some  length  because  San  Francisco’s  function  as  a regional  or  continental  Adminis- 
trative and  Financial  center  has  become  its  single  greatest  economic  asset.  It  is  largely  these  facilities  which 
create  a potential  market  for  cleared  land  in  Redevelopment  Area  “E.”  Because  of  its  importance  we  have 
also  assumed  as  a part  of  our  analysis  that  it  would  be  a principal  purpose  of  the  Redevelopment  Plan  for 
Area  “E”  to  plan  development  which  will  support  those  adjacent  and  nearby  functions  in  downtown  San 
Francisco  which  are  regional  in  character. 


The  Specific  Structure  of  the  Financial  anti  Administrative  Area 

A good  deal  of  the  detailed  field  work  conducted  in  connection  with  this  study  has  been  in  that  area  which  the 
San  Francisco  Department  of  City  Planning  has  called  the  Financial-Administrative  Area.  This  concentra- 
tion of  our  activity  has  been  for  three  reasons : 

1.  Redevelopment  Area  “E”  is  substantially  coterminous  with  the  Financial-Administrative  District 
and  represents  a logical  extension  of  that  district. 

2.  A substantial  portion  of  the  market  for  land  in  Redevelopment  Area  “E”  will  arise  most  likely,  either 
from  an  expansion  of  the  Administrative-Financial  facilities  or  from  the  market  created  by  the  need 
for  supporting  functions — parking,  residential  and  the  like. 

3.  The  significance  of  this  area  to  the  San  Francisco  economy  makes  it  important  that  the  Redevelop- 
ment of  Area  “E”  support  and  enhance  it. 

The  limits  of  this  area  are  outlined  on  the  map  in  the  beginning  of  this  summary  report.  Within  this  area 
there  are  more  than  six  million  square  feet  of  net  rentable  fioor  space.  Over  85  per  cent  of  this  space  is 
presently  used  for  financial  or  administrative  purposes — 80  per  cent  for  office  space  alone.  These  relation- 
ships are  shown  in  the  table  below : 


7 


SUMMARY  OF  THE  FLOOR  SPACE  USES  IN  THE  FINANCIAL- 
ADMLMSTRATTV'E  DISTRICT  OF  SAN  FRANCISCO,  CAUFORNIA 


Net  Rentable  Square  Feet 

Per  Cent 


Use  Category 

Square  Feet 

of  Total 

Office 

5,109,691 

81.1% 

Financial 

398,211 

6.3% 

Retail 

363,811 

5.8% 

Parking 

292,050 

4.6% 

Other 

139,516 

2.2% 

Total 

6,303,279 

100.0% 

The  Character  of  Redevelopment  Area  “E” — About  50  per  cent  of  the  land  in  Area  “E”  is  used  for 
wholesale  food  operations — produce,  grocery,  meat  and  dairy  products.  Near  the  waterfront  there  are 
facilities  which  serve  the  dock  activities  such  as  restaurants,  rooming  houses,  and  trucking  operations. 
In  the  western  section  of  the  area  there  are  a number  of  printers  and  allied  industries  and  some  import- 
export  firms.  Parking  lots  and  service  stations  are  scattered  along  the  boundary  of  the  Financial- 
Administrative  District.  Almost  all  of  the  commercial  operations  in  Area  “E”  are  economically  obsolete, 
overcrowded,  inefficient,  or  poorly  located.  A few  exceptions  are  the  parking  lots  and  some  of  the 
import-export  firms.  The  present  character  of  the  uses  here  will  not  affect  the  market  for  the  land. 
The  new  character  of  the  cleared  area  will  be  established  by  the  influence  of  the  dominating  Financial- 
Administrative  District. 


POTENTIAL  USES  FOR  THE  LAND  IN  AREA  “E” 

In  studying  the  problem  of  what  the  land  in  Area  “E”  could  be  used  for  after  it  was  cleared,  a large  variety 
of  land  uses  were  analyzed.  As  the  field  work  progressed  and  the  data  were  accumulated  and  evaluated,  the 
scope  of  the  study  was  narrowed  and  concentrated  on  those  new  uses  which  fulfilled  three  basic  criteria : 

1.  The  new  use  had  to  be  one  which  represented  the  highest  and  best  use  within  the  locational  character- 
istics of  Area  “E.”  Those  uses  which  were  clearly  not  the  highest  and  best — single  family  residences 
for  example — were  eliminated  early  in  the  study. 

2.  The  new  use  had  to  be  one  that  would  support  the  nearby  uses  which  are  basic  to  the  economy  of 
San  Francisco  and  the  Bay  Area. 

3.  Other  things  being  equal,  a new  use  must  be  one  which  would  not  adversely  affect  the  market  for 
similar  uses  elsewhere  in  the  Bay  Area. 

By  applying  these  criteria  to  each  of  the  proposed  new  uses  and  evaluating  the  data  on  the  strength  of  the 
market  for  those  uses  most  desirable,  the  potential  new  uses  for  Area  “E”  developed  to  be  the  following: 

1.  Office  building  development  including  single  and  multi-occupancy  buildings  for  financial,  administra- 
tive, and  professional  use. 

2.  Hotel-Motel  development  preferably  with  the  inclusion  of  a convention  hall  and  transportation 
terminal. 

3.  Residential  development  consisting  of  high-rise  apartment  type  units. 

4.  Collateral  commercial  and  aesthetic  developments  including  parking  facilities  and  a state  park. 
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Office  Building  Development — In  order  to  determine  the  market  for  new  office  building  space  in  this  area 
as  well  as  the  effect  that  the  creation  of  new  space  would  have  on  the  market,  a block  by  block  and  build- 
ing by  building  survey  of  the  Financial-Administrative  District  was  conducted.  In  addition,  data  were 
compiled  on  the  occupancy  trends,  rents,  and  new  construction,  additions,  or  contractions  in  office  space. 

The  survey  showed  that  the  expanding  market  for  administrative  and  financial  offices  has  been  able  to 
absorb  here  approximately  250,000  square  feet  of  office  space  per  year  for  the  last  few  years.  The  survey 
of  the  office  buildings  in  the  Financial-Administrative  District  shows  that  the  occupancy  is  at  the  point 
of  shortage  despite  recent  new  construction.  Even  overall  office  occupancy  (beyond  the  limits  of  the 
financial  district)  has  remained  high — the  most  recent  report  of  95.61  per  cent  occupied  following  the 
trend  of  “over  95  per  cent  occupied”  that  has  been  characteristic  since  1950.  This  “high”  trend  in  occu- 
pancies has  occurred  despite  two  trends  which  might  be  thought  to  substantially  increase  vacancy  rates 
in  office  buildings: 

1.  There  has  been  a considerable  amount  of  space  added  to  the  supply  of  office  space  by  new  building 
construction,  or  by  additions  and  alterations  to  the  existing  buildings,  including  substantial 
additions  of  loft  space  conversions.  These  have  been  absorbed  without  serious  market  disturb- 
ances. 

2.  There  has  been  a substantial  movement  from  the  downtown  district  to  outlying  office  locations  by 
organizations  not  needing  locations  in  the  financial  district  and  in  some  instances  to  combine 
plant  and  office  functions. 

Up  until  the  present  time,  the  250,000  square  feet  of  office  space  that  has  been  absorbed  each  year  has 
been  supplied  by  these  new  constructions,  additions,  alterations,  or  by  the  vacancies  created  by  “decen- 
tralizing” organizations.  However,  future  expansions  of  office  space  along  these  lines  is  limited  for  two 
reasons : 

1.  There  is  very  little  space  available  or  suitable  for  new  office  construction  and  to  a lesser  extent 
for  additions  or  alterations  in  the  financial  district. 

2.  There  are  only  a few  firms  left  in  the  financial  district  which  can  profit  from  a move  to  an  out- 
lying location.  The  peak  in  this  trend  has  been  passed  in  San  Francisco  and  most  of  the  firms 
that  have  no  functional  relationship  with  the  Financial-Administrative  District  have  already 
left  this  area.  Any  movement  out  is  now  being  at  least  balanced  by  movement  in  of  those 
firms  discovering  a need  to  be  located  in  the  functional  complex. 

The  study  of  the  office  building  situation  has  shown  that  the  expanding  market  has  absorbed  about 
150,000  square  feet  of  space  in  new  biuldings,  additions  and  conversions  per  year  in  downtown  San 
Francisco,  plus  approximately  100,000  square  feet  per  year  in  vacancies  created  by  tenants  who  do  not 
need  to  be  in  the  downtown  area  and  who  have  moved  to  the  outlying  locations.  Inasmuch  as  there  are 
reasons  to  believe  that  this  movement  has  now  declined  and  is  presently  being  offset  by  a reverse  trend, 
the  present  rate  of  expansion  in  demand  for  office  space  in  the  regional  Financial-Administrative  District 
would  appear  to  be  at  the  rate  of  about  250,000  square  feet  per  year.  Additional  space  is  needed  by  the 
major  financial  institutions  and  for  some  of  the  export-import  activities. 

There  is  no  way  of  knowing  with  exactitude  whether  or  not  demand  will  continue  to  expand  at  this  rate 
in  the  future.  However,  an  analysis  of  the  survey  results,  a close  scrutiny  of  the  market  situation,  and 
our  study  of  the  economy  of  San  Francisco  leads  to  the  conclusion  that  a conservative  five  year  marketing 
program  would  see  the  addition  of  a million  and  a half  square  feet  of  net  rentable  office  space  without 
either  price  demoralization  or  excessive  vacancy  in  existing  structures.  At  an  average  floor  area  ratio 
of  seven,  this  would  require  approximately  10  acres  with  parking. 


To  maintain  Class  “A”  service  and  to  amortize  the  cost  of  construction  of  modern  de  luxe  multi-story, 
multi-occupancy  buildings  requires  an  average  rental  in  the  neighborhood  of  $5.00  per  square  foot  of  net 
rentable  area  per  year  at  the  level  of  San  Francisco  construction  cost  and  land  values,  or  at  least  $0.40 
per  square  foot  per  month.  From  a marketing  standpoint,  it  would  be  desirable  if  about  half  of  this 
space  could  be  offered  at  a slightly  lower  rental — say  $0.35  per  square  foot  of  net  rentable  area  per 
month.  To  do  this  would  involve  somewhat  lower  density  buildings  for  part  of  the  area  (six  stories  or 
less)  and  large  areas  of  gross  floor  space  with  fewer  partitions  which  would  lower  the  construction  costs 
slightly. 

In  terms  of  market  variables  over  the  next  few  years,  there  is  little  likelihood  of  a contraction  of  the 
present  rate  of  demand  unless  there  is  an  important  downward  shift  in  the  dynamism  of  the  nation’s 
economy.  On  the  up  side,  it  is  not  at  all  unlikely  that  a dramatic  Redevelopment  Plan  achieving  plaza- 
like surroundings,  like  Rockefeller  Center  in  New  York,  the  Golden  Triangle  in  Pittsburgh,  and  the  pro- 
jected Fort  Dearborn  Development  in  Chicago,  done  in  a highly  modern  and  aesthetic  manner,  could 
itself  tend  to  heighten  demand.  Very  frequently,  the  effect  of  a project  like  this  can  be  cumulative  in 
attracting  businesses  which  would  otherwise  locate  in  outlying  areas  or  in  other  communities. 

Hotal-Motel  Development — San  Francisco  is  a major  tourist  attraction  and  “convention  town.”  Despite 
its  regional  popularity,  San  Francisco  cannot  fully  capitalize  on  its  potential  at  the  present  time  due  to 
a shortage  of  first  class  transient  accommodations.  At  the  same  time,  the  number  and  size  of  the  con- 
ventions is  severely  curtailed  by  a lack  of  adequate  convention  facilities — such  as  large  banquet  and 
meeting  halls,  and  particularly  the  smaller  committee  meeting  rooms.  At  the  present  time  there  are 
only  2,944  Class  “A”  hotel  rooms  out  of  22,000  odd  transient  accommodations  in  San  Francisco.  Occu- 
pancy of  these  Class  “A”  facilities  over  the  last  five  years  has  remained  steady  between  82  and  85  per 
cent — ^about  the  highest  in  the  country — and  reflecting  a “no  vacancy”  condition  to  travelers  and  con- 
ventioners  most  of  the  time.  The  nationwide  occupancy  averages  for  hotels  are  10  per  cent  below  the 
figures  for  San  Francisco. 

The  net  result  of  this  situation  is  that  two  hotels,  the  Conrad  Hilton  and  the  Palmer  House  in  Chicago, 
together  can  handle  any  convention  that  can  be  handled  by  the  entire  City  of  San  Franciseo,  and  with 
superior  facilities  as  to  convenience,  banquet  space,  and  exhibit  space. 

It  is  this  competitive  situation  which,  to  a large  extent,  has  prompted  the  current  plans  in  San  Francisco 
for  a convention  hall.  The  effect  of  this  convention  hall  on  the  economy  of  San  Francisco  will  be 
negligible,  however,  unless  additional  centrally  located  hotel  facilities  are  created  as  well.  To  attract 
convention  business  the  city  needs  hotel  rooms  and  meeting  rooms  even  more  than  it  needs  a convention 
hall.  It  is  very  clear  that  a tremendous  market  exists. 

Assuming  a substantial  market  does  exist,  the  question  might  then  fairly  be  asked  as  to  why  no  new 
major  hotel  has  been  constructed  in  San  Francisco  for  several  decades.  The  reasons  are  these: 

1.  The  tremendous  fractionalization  of  land  ownership  all  throughout  San  Francisco  has  made  it 
difficult  for  anyone  to  acquire  an  adequate  site  for  a major  hotel.  Several  hotel  companies  have, 
we  are  informed,  made  attempts. 

2.  Land  cost  in  San  Francisco  is  very  high. 

3.  Hotel  construction  costs  of  the  standard  commercial  downtown  hotel  type  are  extraordinarily 
high  and  make  pay-out  on  new  construction  extremely  difficult.  (Note  that  in  New  York  where 
more  downtown  office  space  has  been  built  in  the  last  few  years  than  in  the  rest  of  the  North 
American  Continent  put  together,  there  has  not  been  a single  hotel  room  built  for  many  years.) 
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4.  Hotel  service  labor  costs  are  higher  in  San  Francisco  than  in  any  other  major  city  in  the  country. 


The  answer  to  this  dilemma  can  only  be  reached : first,  through  there  becoming  available  a large  area  of 
well  located  land  at  a reasonable  price  on  which  such  a hotel  could  be  built;  and  secondly,  through 
increase  in  function-business  and  increased  food  and  beverage  profits.  In  your  analyst’s  opinion,  a 
hotel  complex,  if  properly  located,  of  1,000  to  1,200  rooms  could  maintain  occupancy  at  80  per  cent  and 
rates  of  $10  single  and  $14  double  (note  that  San  Francisco  is  the  only  major  city  in  the  country  that  has 
higher  hotel  occupancy  in  June,  July  and  August  than  in  the  other  months  of  the  year) . 

The  characteristics  of  Redevelopment  Area  “E”  as  a location  for  a convention  hall  and  a large  hotel  com- 
plex provides  the  following  substantial  advantages  for  such  a functional  grouping: 

1.  It  is  perhaps  the  only  place  well  located  in  downtown  San  Francisco  in  which  a large  amount  of 
land  will  become  available  in  the  near  future. 

2.  Large  areas  of  parking  could  be  furnished  immediately  in  conjunction  with  both  the  hotel  and 
the  convention  hall. 

3.  Both  the  hotel  and  the  convention  hall  could  have  an  important  functional  relationship  to  the 
World  Trade  Center  in  the  Ferry  Building. 

4.  Such  a complex  would  be  a strong  support  for  the  regional  Financial-Administrative  District  in 
this  location  in  that  it  would  (a)  bring  desirable  conventions  and  meetings  to  its  front  door, 
(b)  furnish  additional  hotel  rooms,  within  walking  distance,  for  people  having  business  here 
(The  Sheraton-Palace  is  the  only  one  close),  and  (c)  furnish  additional  meeting  and  group 
luncheon  facilities  of  which  there  is  a heavy  shortage  in  this  area  now. 

5.  The  parking  area  for  the  convention  hall  and  the  hotel  could  be  entered  directly  from  the 
Embarcadero  Freeway.  Thus,  many  of  those  going  to  a meeting  in  the  hotel  or  convention  hall 
and  travelers  coming  to  the  hotel  could  drive  directly  to  these  facilities  without  ever  being  on 
the  local  streets  of  San  Francisco.  This  would  result  not  only  in  considerable  convenience  for 
the  conventioner  and  traveler,  but  the  saving  in  congestion  in  downtown  San  Francisco  would 
be  tremendous. 

6.  This  is  a relatively  short  distance  from  the  transit  terminal  south  of  Mission  Street. 

These  two  units  in  some  combination  could  furnish  not  only  the  large  meeting  rooms  and  exhibit  space 
normally  thought  of  in  connection  with  a convention  hall,  but  also  a large  number  of  small  meeting 
rooms  and  a banquet  room  to  seat  more  than  2,000  people.  Such  a hotel  unit  would  competitively  neither 
reduce  occupancy  nor  rates  in  the  other  hotels,  because  it  would  make  possible  convention  business  not 
now  coming  to  San  Francisco.  In  this  respect,  however,  the  location  of  the  hotel  is  vital.  It  will  attract 
additional  convention  business  only  if  it  is  in  one  of  two  locations : (a)  just  west  of  Union  Square  or  on 
Nob  Hill — or  somewhere  in  between — so  as  to  be  reasonably  accessible  to  the  other  Class  “A”  hotels  and, 
therefore,  can  be  operated  with  them  as  a functional  convention  group,  or  (b)  in  combination  with  or 
adjacent  to  the  new  convention  hall  for  which  we  urge  serious  consideration. 

A low  density  hotel  in  this  location,  together  with  garage  parking  on  not  over  three  levels,  would  require 
about  300  square  feet  of  land  per  room,  or  a total  of  about  300,000  square  feet  or  about  seven  acres. 
The  convention  hall  would  require  about  five  acres  and  parking  for  about  2,000  cars.  At  300  square 
feet  per  car  on  one  level,  this  would  equal  another  15  acres. 
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As  a functional  unit,  this  complex  of  hotel,  parking  and  convention  hall  could  be  considerably  enhanced 
if  the  dovTitowm  airlines  terminal  were  located  here  as  well.  This  placement  would  make  this,  on  a clear 
cut  basis,  the  convention  center  for  San  Francisco  and  would  result  in  easy  transportation  from  the  air- 
port directly  to  the  convention  hall  and  hotel  as  well  as  easy  access  by  automobile.  This  would  have  the 
additional  advantage  of  completely  removing  airport  buses  from  San  Francisco  city  streets. 

If  a 1,000  to  1,200  room  hotel  were  constructed  in  the  manner  previously  described,  it  would  not  adversely 
affect  the  rate  structure  or  occupancy  of  existing  hotels  in  San  Francisco.  It  would,  as  a matter  of  fact, 
have  a favorable  affect  through  its  influence  on  the  convention  structure  of  the  community.  If,  however, 
the  hotel  could  not  be  located  in  immediate  conjunction  with  the  convention  hall,  its  market  if  placed  in 
Redevelopment  Area  “E”  would  be  substantially  reduced.  Without  the  additional  food  and  beverage 
business  which  a convention  facility  would  create,  the  financial  dilemmas  created  by  high  construction 
costs  relating  to  hotels  and  by  the  extraordinarily  high  San  Francisco  labor  costs  would  prohibit  the 
construction  of  a major  unit  here.  This  dilemma  could  be  met  by  constructing,  instead  of  a standard 
hotel  structure,  an  inexpensively  built  motor-hotel  similar  to  those  built  in  recent  years  in  New  Orleans 
and  other  communities.  The  cost  of  a low  density  motor-hotel  would  be  less  than  standard  hotel  con- 
struction and  their  technique  of  operation,  involving  less  service,  results  in  lower  labor  costs.  This 
motor-hotel  would  primarily  service  the  regional  Financial-Administrative  Area  and  the  market  poten- 
tial would  be  reduced  to  about  300  rooms  plus  committee  facilities  and  parking. 

Residential  Development — An  analysis  of  the  Housing  Market  of  the  San  Francisco  Bay  Area,  as  a 
whole,  indicates  that  the  demand  for  housing  here  can  effectively  absorb  approximately  30,000  dwelling 
units  per  year.  The  vacancy  rate  in  the  Bay  Area  and  particularly  in  the  central  city  is  low.  This  is  true 
of  tenant  occupied  units  as  well  as  owner  occupied  units.  The  market  for  apartment  type  units  is  par- 
ticularly strong  in  the  vicinity  of  the  Central  Commercial  District  where  single  individuals  and  child- 
less couples  (as  well  as  others)  tend  to  congregate  close  to  their  work.  Although  all  new  housing  in  the 
area  would  be  in  competition  with  housing  developed  in  Area  “E,”  there  is  presently  little  that  can  match 
Area  “E”  for  convenience  and  appeal  for  this  particular  segment  of  the  market. 

The  ground  available  in  outlying  sections  of  the  city  involves  increasing  travel  friction.  The  location 
of  Area  “E”  affords  proximity  and  convenience  to  downtown.  Another  advantage  lies  in  the  fact  that  the 
high  ground  between  the  ocean  and  this  area  protects  it  from  the  bad  weather  which  comes  from  that 
direction.  Area  “E”  is  widely  believed  to  have  the  best  micro-climate  in  the  entire  city — a factor  which 
should  enhance  its  appeal  to  older  couples  or  retired  persons.  This  area  is  relatively  level  and  free  of 
steep  grades  as  well. 

In  order  to  determine  the  market  for  housing  here,  5,251  persons  who  are  employed  in  the  downtown 
district  of  San  Francisco  were  surveyed  as  to  their  attitude  toward  a proposed  residential  development 
in  Area  “E.”  The  sample  taken  was  carefully  keyed  to  employment  categories  and  represents  approxi- 
mately eight  per  cent  of  the  employment  in  the  downtown  area — the  area  from  which  the  market  for 
homes  would  largely  be  derived.  The  market  attitude  reflected  in  the  tabulated  results  of  this  survey 
showed  that  2J^.2  per  cent  of  the  respondents  were  interested  in  apartments  in  Area  “E”  if  developed. 

The  study  of  the  housing  market  of  the  entire  Bay  Area  and  of  Area  “E”  in  particular  indicated  a 
total  present  market  of  7,500  units  for  the  redevelopment  project.  No  prudent  builder  tries  to  capture 
an  entire  market;  however,  a conservative  program  of  building  1,500  dwelling  units  could  be  effectuated 
easily  without  a market  trauma  elsewhere.  After  studying  the  income,  family  size,  and  other  character- 
istics of  the  people  that  make  up  this  market,  the  following  distribution  of  unit  sizes  and  rentals  was 
developed  together  with  the  number  of  units  that  could  be  marketed  in  Area  “E” : 


12 


No.  of 

Units  Type  Rent 

450  “Efficiency”  Apartments  (no  bedroom) $ 80-$  90 

625  One  Bedroom  Apartments ..$  95-$110 

350  Two  Bedroom  Apartments. ....$115-$135 

75  Three  Bedroom  Apartments ....$140-$  160 

1,500 


For  the  convenience  of  persons  who  would  live  in  the  projected  apartment  development  in  Area  “E,”  a 
small  convenience  shopping  center  is  also  anticipated.  This  facility  would  contain  a drug  store,  super 
market,  liquor  store,  hardware  store,  and  other  retail  outlets  dealing  in  items  of  the  “convenience”  type. 
Such  a center  would  have  an  annual  dollar  volume  expectancy  of  $3,210,000  and  would  require  approxi- 
mately 22,150  square  feet  of  net  sales  area.  Total  space  requirements  for  this  center,  including  parking 
spaces  for  70  automobiles,  would  be  approximately  85,000  square  feet  or  a little  less  than  two  acres  of  land. 

All  told,  about  30  acres  of  land  would  be  required  for  the  residential  development  of  this  area  including 
residence  parking.  If  properly  designed  and  promoted.  Area  “E”  could  easily  become  one  of  the  outstand- 
ing “close-in”  residential  communities  in  the  country. 

Other  Collateral  Developments — Another  use  which  was  studied  for  Area  “E”  was  automobile  parking 
facilities.  There  is  a market  for  the  development  here  of  parking  facilities  accommodating  approximately 
1,000  cars  at  rates  ranging  from  $1.00  to  $1.25  for  eight  hours. 

A state  park  has  also  been  proposed  for  Area  “E”  in  the  vicinity  of  the  Ferry  Building.  This  park  would 
be  developed  in  conjunction  with  the  World  Trade  Center  in  the  Ferry  Building  in  order  to  give  identity 
and  more  desirable  orientation  to  this  center. 

Some  of  the  uses  which  were  given  consideration  in  this  analysis  included:  major  units  of  retail  shoppers 
goods ; wholesale,  warehouse,  trucking,  or  light  industrial  operations ; an  entertainment  center,  a jewelry  man- 
ufacturing center ; a technical  center  for  the  construction  industry ; and  miscellaneous  smaller  specialized 
uses.  Whereas  there  might  be  a chance  of  selling  a specific  site  for  any  one  of  these  uses,  the  market  for  them 
is  highly  conjectural  and  the  amount  of  land  which  can  be  marketed  for  such  uses  is  minute  in  terms  of  the 
total  acreage  in  the  area  (except  industrial).  In  addition,  the  land  valuation  developed  for  such  uses  would 
not  be  high. 

DEVELOPING  A MARKETING  PROGRAM 

The  solutions  which  have  been  proposed  for  the  problem  of  new  uses  for  Redevelopment  Area  “E”  have  been 
presented  without  attempting  to  pinpoint  the  most  desirable  locations  and  layout  for  the  various  uses.  How- 
ever, the  new  uses  proposed  here  are  based  on  the  expectation  that  a Redevelopment  Plan  will  be  worked  out 
that  will  be  imaginative  and  will  take  advantage  of  the  important  features  of  this  land.  We  recommend  that 
the  Plan  call  for  the  orderly  redevlopment  of  this  area  in  stages  in  order  that  there  will  be  no  abrupt  impact 
on  the  community  of  the  new  facilities  which  will  be  created  here.  No  recommendations  have  been  made  as  to 
the  size  and  number  of  the  parcels  which  should  be  offered  or  whether  they  should  be  offered  to  only  one  or  to 
a group  of  developers.  In  the  early  stages  of  a redevelopment  program,  it  is  our  opinion  that  it  is  inadvisable 
to  make  plans  which  are  inflexible,  or  to  make  binding  commitments  with  developers.  It  would  be  more  advan- 
tageous for  the  city  to  develop  a technique  of  redevelopment  based  upon  several  test  plans  and  upon  the  public 
and  official  reactions  to  these  plans.  When  a specific  “Redevelopment  Plan”  has  been  established  which  agree- 
ably incorporates  the  thinking  of  all  these  interested  agencies  and  groups,  exact  locations  and  land  areas  can 
be  assigned  to  the  various  new  uses.  The  last  step  in  the  planning  phase  should  be  guided  by  additional  last 
minute  “checks”  on  the  market  for  these  new  uses,  supplementary  analyses  of  relative  locational  advantages 
within  the  area,  and  the  determination  of  re-use  valuations. 
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Even  at  this  stage,  however,  it  is  important,  in  looking  forward  to  the  actual  marketing  processes  for  this 
land,  to  consider  the  technique  that  will  be  used.  While  it  is  probable  that  those  sites  which  will  be  ready  for 
the  market  first  are  those  in  the  center  of  the  area,  it  would  be  very  important  from  a market  standpoint  to 
offer  those  properties  first  which  are  not  surrounded  by  obsolete  property.  Specifically,  it  would  be  more  satis- 
factory to  move  in  from  the  edges  of  the  area  starting  at  those  places  that  are  adjacent  to  the  “anchors”  of 
existing  desirable  use. 

In  the  course  of  our  study,  we  have  become  more  and  more  impressed  with  the  dynamic  quality  of  the  economy 
of  the  Bay  Area,  with  the  increasing  functional  importance  of  downtown  San  Francisco  in  the  whole  complex 
of  western  states,  and  with  the  unusual  feature  of  a redevelopment  area  so  close  to  a 100  per  cent  section  of  the 
Regional  Commercial  District.  These  economic  factors,  together  with  the  imagination  and  sound  thinking  with 
which  the  City  Planning  Commission  and  its  staff  are  developing  their  plan  and  the  enthusiasm  of  the  people 
of  San  Francisco  have  led  us  to  the  conclusion  that  the  marketability  of  the  subject  land  is  higher  here  than 
for  any  similar  site  we  have  studied  recently.  We  look  forward  to  the  development  of  the  Planning  Commis- 
sion’s program  and  stand  ready  to  be  of  assistance  as  our  services  are  required. 


Respectifully  submitted, 

REAL  ESTATE  RESEARCH  CORPORATION 


Richard  Lawrence  Nelson 
President 
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